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The CPA's Role in Commercial
Loan Decisions
The following article is based on "What Bankers Want," a presentation at the AICPA

Practitioners Symposium, Orlando, FL, June 6—8, 2005
and the risks that have to be mitigated to ensure
hen looking for a commercial
loan repayment?
loan, clients often look to
If the bank specializes in your
their
CPA
By Robert C. Seiwart
client’s particular industry, what
firm to do two
limits are there on loans to firms in
things. First, help them find a
this industry? Banks impose limits on the
good banking partner, if they either
concentration of loans to particular industries
don’t have one or have grown to the point
not only as a matter of their risk management
where they need a second one. Clients also
policy, but also to comply with the wishes of
want their CPA to help them get the best
bank regulators.
deal given their current and projected
Another key question to ask is whether the
financial situation.
bank looks beyond the transaction at hand.
Most of your clients who borrow don’t negoti
Does it consider the non-credit products and
ate loans every day. So, it’s a big event for them.
services likely to be needed by the borrower
You can help them because you’ve had experience
both today and in the future? High performing
with several clients who have needed loans.
banks look at the other credit and noncredit
Consequently, they look to you, as one of their
needs a prospective borrower might have when
trusted financial advisers, to give them that
making a loan decision. The reason: The bank
advice. Their request of you will most likely be:
ing business has shifted in terms of where it
“Help me understand which banks I should be
makes money. When I started out some 30
considering, provide the bank with what they
years ago, banks made most of their money on
need to get me a quick positive response to my
the loans. Today, that may or may not be true.
loan request, and then help me analyze compet
A substantial part of a financial institution’s
ing bank offers.”
profits are generated by the cash management
services and the payment system services pro
Looking at lenders' preferences
vided to businesses. If your borrower is willing
In analyzing banking partners for your clients,
to consider shifting some or all of their operat
there are several questions that you ought to
ing accounts to the financial institution, it
ask. First, does the bank specialize in banking
might help them get a better deal on the credit
customers in your client’s industry? Does the
products they are requesting.
bank understand the industry’s risks, its trends,
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Another key question: Is the bank relationship
oriented? All banks claim they are, but some are
more transaction oriented than relationship oriented.
It is to your client’s advantage to do business with a
bank that is relationship-oriented, one that has a per
spective that goes beyond the immediate credit trans
action. A relationship oriented bank will take into
consideration all of your client’s business with the
bank, the number of years the client has been with the
bank, and the referrals that you or your client has
given to the bank. A relationship oriented bank’s files
record the entire history of their customer relation
ships, not only credit write-ups, but also call reports,
account analysis reports, and all the pluses and
minuses of the relationship from the bank’s perspec
tive. All these factors come into play when the bank
is making the credit decision.
Ask also whether the bank specializes in making
loans to firms that are in the same stage of their life
cycle as your client. The life cycle of borrowers
goes from “start-up” to “growth” to “maturity” to
“decline.” Banks tend to specialize in handling firm’s
in certain growth stages. Fewer banks are willing to
do start-up loans. These loans are harder to make
because the equity of the participants is apt to be
insufficient and they are untested in the industry.
Exceptions to this rule are banks that offer loans
through the Small Business Administration’s (SBA)
7a loan program. The addition of the government’s
guarantee to the loan may be just what is needed to
turn the loan decision from a no into a yes. When
considering a loan to a start-up, banks may also give
your borrower a favorable response if the borrower has
sufficient collateral, alternative sources of loan
repayment, and experience in the industry. More
banks, however, make loans to firms in the “growth”,
“maturity” and even in the “decline” portions of their
life cycle. Remember, even if the balance sheet is
shrinking, as may be the case with firm’s in the
decline stage of their life cycle, cash is most likely
being generated as current assets shrink —and this
cash is many times available to repay a loan.
Another question to put on your list is: Does the
bank have the lending capacity both today and
tomorrow to meet your client’s needs? By law, a bank
can lend 15% of its unimpaired surplus and

capital to any one borrower. Banks, however, may
have “house limits,” which can be significantly below
their regulatory loan limit. For instance, a bank may
have a $5 million legal limit, but a house limit of $3
million to any one borrower. You need to know how
much credit the bank is willing to extend to any one
borrower and your borrower in particular. This infor
mation is important because, if your client is on a fast
growth track, they may very well outstrip that bank’s
ability to provide funds to support your client’s ongo
ing growth. If that’s the case, ask the banker, “What
do you do when you get to your house limit?” “Do
you have other banks that can participate in this
loan?” If the bank doesn’t have a good answer to that
question, you might suggest that your client approach
another financial institution for the loan.

When the going gets tough
Does the bank have a reputation of trying to work
with clients when things don’t go as planned? We all
know that pro forma projections are just that—pro
jections—they are no more than an educated “best
guess” of what might happen to your client’s business.
Unfortunately, things happen that you, the bank, and
your client cannot anticipate. You can, however,
research how a given bank will respond when things
don’t go as planned. Some banks have a “cut-and
run” mentality; others don’t. You should ask your
other clients how they have been treated by their bank
when things don’t go as planned. Pay particular
attention to the responses of firms in the same
industry as your borrower. Key questions to ask your
clients include, Did the bank work with you when
things did not go as planned? What was their
approach to resolving the problem? Did they provide
you with helpful advice or did they just ask that the
loan be repaid immediately?
The accountant also needs to sit down with the
senior management team at the banks being consid
ered and try to understand their philosophy. Look
them in the eye and ask, “Tell me about how you
work with businesses when things don’t go right or
when things have gone a little differently than
expected.” Bankers will be reluctant to discuss spe
cific cases, but they should be able to talk with you
about their general approach to resolving problems
continued on next page
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with clients. These are important questions for both
you and your client to ask. Your firm will not score
points with its clients if you recommend to them
banks that will “cut and run” when problems arise.
Remember, also, that there are added complica
tions when there are multiple banks involved in a
loan workout. I’ve been in situations in which I’ve
been willing to work with the borrower, but the
other bank said, “Just pay me off.” A bank’s flexibil
ity in working with a borrower who is experiencing
some financial distress is limited if the other financial
institutions who have extended credit to your client
are seeking to foreclose on their loans.

Relationship manager turnover
Ask about the turnover of relationship managers at the
bank. Turnover is a big problem today for not only
CPA firms, but also banks. Just as firms struggle to
recruit and retain accountants, banks are hard-pressed
to recruit and retain relationship managers with ade
quate credit experience and a good work ethic. In the
past, large banks used to provide extensive training
programs for their staff. When I started at Mellon
Bank in the early 70s, I was in a structured training
program for 3 1/2 years before I was allowed to lend
my first dollar. I started as a credit analyst, then moved
on to be a “divisional assistant” and finally I worked as
cash management representative prior to being
promoted to the position of banking officer. Many of
these extensive training programs fell by the wayside
as banks merged and sought ways to reduce their
expenses. Today both large and small banks are
having trouble hiring experienced bankers. Bank trade
associations, like America’s Community Bankers, are
filling the training gap by offering a comprehensive
program of credit, sales and cash management courses
tailored to the needs of today’s bankers.

Getting to know the bank's senior
management team
As a part of your bank screening process you should
also ask, “Will my client have the opportunity to get
to know the bank’s senior management team?” You
and your client should get to know not only the rela
tionship manager who will handle your client’s
account, but also the relationship manager’s boss.
You should also inquire about the turnover the bank
is experiencing in its staff. Remember, it is very
tough for a bank to become a valued member of the
business’s advisory team for your clients if their staff
keeps turning over. Despite the best intentions of
the new banker assigned to your client’s account,
they probably will not have the background neces
sary to offer you or your client the advice they need
until they have been on the account for some time.

You also should know, if possible, the bank’s chief
credit officer. And, if the bank is headquartered in
your community or nearby, you should get to know
the bank’s CEO. It is important that you get to
know the entire team that will serve your client.
Such contact is important because, if your client’s
relationship manager gets promoted, goes on vaca
tion, or goes to another bank, you and your client
want to be assured that someone else at the bank can
promptly step in and handle your client’s needs.

The client relationship team
In vetting possible banks for your client, also ask
yourself the following questions “What’s the bank’s
reputation regarding customer service?” “Will this
bank ‘fit in’ and be part of the client relationship
team?” By the team, I’m referring to the lawyers,
accountants, and bankers who, together, are the
“trusted financial advisers” of your client.

Assessing the loan offer
Once you have the bank’s offer, the first question to
ask is: “Is this the right type of loan for my client?”
If the borrower really needs permanent working cap
ital, but the bank is offering a short-term loan, you
may want to pass on this loan offer. Also ask: “Is the
bank making a reasonable request for collateral and
guarantees?” That’s a judgment call on your part, on
your client’s part, and on the bank’s part.
When I was a community bank CEO, I often
would hear acquaintances brag about the great loan
rate they got from their bank. What those borrowers
didn’t mention was that they had to pledge all of
their assets to get that low loan rate. Probably they
provided three to four times the collateral needed to
repay their loans, with an end result that the bor
rower’s loans represented very little risk to the bank.
The borrowers either didn’t understand or didn’t
choose to share that information. Nor, most likely,
did they mention the fees, compensating balances, or
other costs of their deals. Covenants, collateral, and
guarantees are all part of the package. The wrong
loan, on the wrong terms—even at a very favorable
price—can be the most expensive loan a borrower
ever has. The reason is that, if things don’t go well,
and the bank has all of the borrower’s collateral, no
other bank will touch that loan. The bank is in the
driver’s seat. It’s critical to understand that banks
need covenants and collateral. But the accountant
should ask, “How much is enough for this particular
loan, given the borrower’s track record, experience,
ability to generate cash, and prior repayment his
tory?” It’s very easy to make a loan decision when
you have four times the collateral that you need to
continued on next page
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cover the loan. It’s much tougher when you don’t.
But you and your client need to make a judgment as
to what is appropriate given your client’s situation.
You also need to address the question of loan
covenants. Understand that banks will want loan
covenants as a part of their loan package. The key
question is: “Does your borrower have the flexibility
to operate their business without a banker looking
over their shoulder every minute of the day?” When
the loan is made, there are some expectations regard
ing the financial condition of the business on an
ongoing basis. If the business’s financial condition
gets too far out of kilter, the bank may want to take
another look at their loan position. How tightly the
bank structures the covenants is always open for nego
tiation. You might find that a higher priced deal
with more covenant flexibility and less collateral is
better for your client.
You might want to urge your client to consider
banks that specialize in making loans to businesses in
their industry. Banks that are inexperienced in mak
ing loans to companies in a specific industry often
over-collateralize the loan and ask for more guarantees
and more covenants than they really need as a cushion
against their own ignorance of industry risks. As you
look at competing offers, you will get a sense of
whether the competing lenders understand the risks,
and whether they have appropriately mitigated those
risks through collateral and/or through covenants.

Turnaround time
Don’t be over impressed by a bank’s quick turnaround
time to your borrower’s loan request. The turnaround
time could be quick because the banker understands
the borrower’s industry and business. A quick turn
around time could also mean that the banker has
minimized loan risks by structuring a loan proposal
that extensively relies on collateral and tight loan
covenants to mitigate the perceived risks of the loan.
Be very cautious about banks that get back to your
client within 24 hours. You and your client should
ask: Do they understand what they’re doing?
Remember, if they don’t, and things don’t go as
planned, they will be tempted to call in the loan at
the first sign of trouble. Your client will then be in a
pickle because that stigma becomes a part of his or
her reputation. The fact that your client is having
financial difficulties may not be published in the
newspapers, but believe me, in the informal world of
banking, it will become known.
Robert C. Seiwert is Senior Vice President ofAmerica’s Community Bankers,

a national trade association that represents more than 1,000 community
banks with total aggregate assets of more than one trillion dollars. At
ACB, Mr. Seiwert manages the association’s commercial banking practice

area. He can be contacted at rseiwert@acbankers.org.
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Ensuring That
Staff Grow
Professionally—
and Stay
As reported in the March/April 2006 issue of
The Practicing CPA, respondents to the PCPS

Survey of Top 5 Practice Management Issues

ranked "finding and retaining qualified staff"
as the most important MAP issue in 2005,

2003, and 2002. In the following article, the
author describes the key programs his firm has in
place to aid in recruiting and retaining staff

The article is adapted from the author’s presen
tation, “Managing to Ensure that Staff Become

CPAs, ” given at the AICPA Practitioners
Symposium in Orlando, FL, June 6-8, 2005.

espite all that CPA firms do to retain pe
ple, it remains difficult to retain top talent
over time. The accounting profession is
extremely challenging. Technology has
made it even more challenging.. Years ago, we co
say that something was in
By Ronald E. Nielsen
the mail, then fax
machines
encouraged
faster production and responses. Today, we have e-mail
and the Internet, which often makes the need to
respond almost instantaneous. This puts more pressure
on all of our people to balance many things during the
day.
Over the last few years, our firm, Clifton Gunderson
(CG), has grown significantly. Consequently, we have a
greater need for talented individuals than we’ve ever
had. We’re constantly looking for high performing
individuals who want to continue their professional
development. Our mission statement says it best,
"Growth of our People, Growth of our Clients, All else
follows". At CG, our people truly are our most valuable
asset. We understand that our firm’s future growth and
development depends on our people. We embrace this
philosophy and invest in our people so they are ready,
willing, and able to serve our growing client base.
Several years ago, CG launched our Priority One
initiative, which is designed to develop and reta
our most important asset, people. Priority One is
about Recruiting, Refining, and Retaining our

D
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people. The 3 R’s, are our keys to our success:
recruiting the best people, developing their incred
ible talents, and creating an exciting and flexible
environment for them to work in. We encourage
our staff to continue their professional growth
through obtaining certifications that are applicable
to their profession. CG provides opportunities for
continued professional growth through various pro
grams and tools. Our Priority One programs have
helped us to reduce the turnover rate by 50%
firmwide. We have gone from having one of the
highest turnover rates in the profession, to 15%,
which is one of the lowest.

Recruitment
At CG, our staffing system addresses all aspects of
hiring from finding candidates, writing compelling
ads, determining best fit, to closing the deal. This
performance-based system links together every
component of effective hiring into a system that
will fill our firm with many more stars. Hiring and
training people is very expensive. CG invests a great
deal in our people and therefore, we work very hard
to ensure we have the best recruiting and retention
programs possible. One approach CG takes in our
recruitment process is to visit college campuses
with our CG superstars. Often prospective recruits
relate more easily to people who are enthusiastic
about what they’re doing and are willing to share
with the prospects what they do in the workplace.
Through our networking, we build and maintain
relationships with professors, which aids in our
recruitment process. At CG, we have an alumni
program to help identify talent. Our Employee
Referral Program, POWERNet, has helped CG
hire some of our best employees.
CG uses interns as part of our staff. This
approach may be difficult for some firms because
typically, work compression occurs during the time
the student is in class. We’ve found, however, that
we’re able to get anywhere from 15 to 20 hours of
work per week from students with a reasonable
course workload. Traditionally, an internship pro
gram can also be expensive because sometimes you
don’t have as much work as you’d like to have for
the interns. CG has found that sharing an intern
among practice areas, not only increases the work
load for interns, but also offers the intern exposure
to several practice areas. CG has found that our
internship program has been a very valuable recruit
ing tool. During the internship, we have the oppor
unity to provide a realistic job preview as well as
sharing our mission and guiding principles with
the intern. The internship allows both parties the
opportunity to assess the fit for future full-time

opportunities and to evaluate the intern’s work. Not
only does the program help students with school
expenses, but also it gives us a good idea of how
they would work out if they join the firm on a fulltime basis. The interns also have an opportunity to
see how they fit into our firm.
Another helpful recruiting program is CG’s
employee referral bonus program. Approximately
30% of our hires come from employee referrals.
People in the firm are unlikely to recommend
somebody to join the firm unless they feel that they
will be an asset to us. Our employees know the
kind of people who will be successful at Clifton
Gunderson. Their network of friends, colleagues,
and professional organization contacts have helped
CG hire some of our best employees.
Once we hire people, each employee’s profes
sional growth is fostered through our Career
Development programs and tools. Our many pro
grams such as CG’s Career Development Network,
the Predictive Index, and the HOT (Hands On
Transactional) Management program help us to
develop our staff and work more effectively as a
team. At the outset, we use the Predictive Index
(PI) assessment tool, which is an executive manage
ment tool that measures the work-related behaviors
and motivational needs of people in organizations.
PI gives CG the power and knowledge to better
motivate, lead, and position people to achieve goals.
The PI also helps us to communicate more effec
tively, inside and outside the firm, no matter what
our roles are. More information about the PI—how
it is administered, interpreted, and applied—is
available in the December 2005 issue of The
Practicing CPA ( See “Opening Communication in
Your Firm” by Donald B. Scholl, page 4).

CG's career development program
At CG, people are a Priority One. The Career
Development Network (CDN), CG’s mentor pro
gram, is the foundation of career development the
CG way. Professional development for all CG
employees is of primary importance to our firm.
The CDN process serves as the formal program for
facilitating this critical career development process.
CG’s Mentoring vision is the strategic pairing of
someone more experienced in a discipline, with
someone less experienced in a similar area, with the
agreed upon goal to develop specific competencies,
provide performance feedback, and design an indi
vidualized career development plan. Since its intro
duction to the firm in 1999, our mentor program
has produced amazing results firmwide. Turnover
has been cut in half, making CG’s retention rates
among the best in the profession. The CDN
continued on next page
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symbolizes our commitment in accelerating the
professional growth and development of our
employees and partners. It is with the Advisor that
each employee has the opportunity to create an
individualized career path with sincere develop
mental coaching and feedback from someone at CG.
Through CG’s Career Development Network, we
emphasize continuing employee’s professional
development such as sitting for the CPA exam as
soon as possible.

Feedback tools
CG’s annual staff feedback program, the Career
Development Survey, also enhances career develop
ment and retention. I’ve been involved with staff
feedback sessions for more than 25 years and the
outcome always amazes me. We conduct the Career
Development Survey online in a safe environment
so that employees’ answers are kept anonymous.
With that safe environment, we get very candid and
constructive comments that tell us how staff react
to certain things and how our office compares to
other firms.
The Career Development Survey is a series of
employee engagement questions with room for
comments. Everybody participates and all com
ments are reviewed by management. We encourage
our people to participate in providing feedback and
as a result, most offices are at 100%.
The Priority One team reviews the feedback
from the survey and then hosts feedback sessions
during which staff can expand on the comments
and voice their concerns as well as possible solu
tions. General comments and concerns are shared
with the management of every office. Management
of each office then attend a staff meeting going over
where there may be opportunities to further excel.
The annual Career Development Survey demon
strates to our people that we do care about them.
We are interested in what they have to say and we
do want to use their feedback to make CG an even
better place to work. As part of the feedback
process, management and staff work together to set
goals. Action plans are developed and we hold each
other accountable for the results. The staff feedback
helps all of us to become better managers and
makes CG a place where staff want to stay and peo
ple want to come to work.

Encouraging certification
All CG client service and practice support person
nel are encouraged to achieve professional certifica
tion in their respective area of expertise as early in
their careers as possible. Our professional certifica

tion assistance program helps employees to pay for
their exam, as well as necessary preparatory class
or study aids.. We encourage our people to reach
the highest level of certification in their area of
expertise, regardless of whether they’re CPAs, in
other service areas, or administration. We think
that this is valuable for all of our people as they
continue in their career. At CG, we are continually
striving to provide programs to assist each
employee in their personal growth and success. This
program affords our employees the opportunity to
achieve professional designations.
In addition, as part of our annual performance
evaluations, we also complete a career development
form. In a four or five page form, our staff indicates
their achievements in the last year as well as goals
for next year. We discuss their current development
and where they want to go in the next year. This
helps us understand the individual goals and needs
of each of our employees.

HOT Management
Our HOT (Hands On Transactional) Management
program promotes interaction between staff and
managers on a daily basis. HOT Management as a
tool is based upon the focused research performed
by Rainmaker Thinking (Bruce Tulgan) about
breakthrough management approaches that main
tain the flexibility and innovation required for
today’s workforce, while balancing productivity
needs of employees and organizations.
At CG, the fundamental principle of HOT
Management is that work is a transaction between
employees and supervisors—one that requires
supervisory hands-on strategies in place of out
moded and less effective hierarchical tactics.
"Transactional" means there is a quid pro quo for
everything.
It creates accountability, not only for staff, but
also for supervisors. It’s a give-and-take process and
really provides for negotiation of tasks and rewards.
Rewards under the HOT Management program are
tied to performance and results—nothing else.
They are designed to recognize CG’s top performers
for exceptional client service, extraordinary engage
ment contributions, or any “above and beyond”
efforts that have an impact on the overall profitabil
ity or success of the firm. The rewards can be recog
nition or they can be cash bonuses.
With the HOT Management program, day-today contact between staff and partners, senior
managers, managers, and supervisors creates
accountability. It also gets work done and out the
door. Our Valuation and Forensic Services team is a
continued on page 8
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About to Launch
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Membership in PCPS is more valuable than ever. Join now for $35 per CPA, up to a maximum of $700,
by visiting pcps.aicpa.Memberships/Join+PCPS.htm or by going to www.aicpa.org/pcps and clicking the
"Join PCPS" button on the home page. If you are already a member but haven't activated your access to
the online Firm Practice Center or haven't shared your unique activation link (sent to you this past
summer) with others in your firm, now is the time to do so. Contact the AICPA Service Center at
1-888-777-7077, Option 3, or at service@aicpa.org for assistance or for more information.
continued on next page
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continuedfrom page 7

PowerPoint covers these topics, plus debt
consolidation, credit fraud and identity theft.
Access the presentations, both free, at the PCPS
Firm
Practice
Center
(pcps.aicpa.org/
Resources/Financial+Planning/Personal/Pri
mer+to + Financial + Literacy.htm) or the
AICPA’s main site (www.aicpa.org/financial
literacy/pcps_presentations.asp).

TIC Letters' Numbers Soared in '05
he PCPS Technical Issues Committee
(TIC) issued 23 comment letters to
standard-setters in 2005, an increase
of 109% over the prior year.

T

Approximately
50%
of TIC's
letters
were addressed to the FASB, with the remainder
going to the AICPA’s Auditing Standards
Board (ASB), Professional Ethics Executive
Committee, and Accounting and Review Services
Committee (compilation and review standards),
along with the GASB. The comments from
TIC (pcps.aicpa.org/Memberships/PCPS+
Technical+Issues+Committee.htm) helped
to bring about meaningful change in a number of
these proposals. A portion of TIC’s January
2006 meeting was devoted to a face-to-face
liaison with the ASB to discuss current and
upcoming proposals.

continuedfrom page 6—Ensuring that staffgrow

good example. We list every case and chart its
progress every week. We talk about deadlines and
where we have to be. When that same list comes up
the following week, we may realize that we didn’t
get something done. So it creates accountability and
impresses upon people their responsibilities. It also
gives us an excellent opportunity to recognize the
team for a job well done. It sends the message, “Our
team is all about high performance. We talk about
the work in detail, every week. As a result, we get a
lot of work done very well, very fast, all week long.

High performance is the only option.”
These are only a few of CG’s progressive initia
tives for recruiting, developing, and retaining our
staff. With the programs and tools discussed here,
our management and staff have many opportunities
to grow professionally and incentives to stay and
contribute to CG’s growth.
Ronald E. Nielsen, CPA/ABV, ASA, CFE, CVA is Partner-inCharge,

Valuation and Forensic Services Group,

Clifton

Gunderson, LLP, Des Moines, Iowa.
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